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| Making the Most of Social Security 


Retirement Income-Enhancing Strategies 











Welcome to our Social Security seminar. lm very glad you could join us 
today. You should have been given some materials as you entered, and | 
also have pencils (or pens) available if you need them. 


During. this seminar, we'll. discuss basic elements of the Social Security 
program and focus on filing strategies that might increase the lifetime 
benefits you could receive. 


Keep in mind that there are many combinations for how a married couple can 
claim Social Security retirement benefits and spousal benefits, as well as 
other filing strategies. In fact, according to the Social Security Administration, 
the claiming-age combinations that married couples might choose range 
from nearly 10,000 to 40,000, depending on their respective birth years. We 
won't get that detailed today, but we will discuss benefit-enhancement 
strategies and some common pitfalls to avoid. 


Before we start the main part of the presentation, let me take a minute or two 
to tell you what we hope to accomplish over the next hour or so. 
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Income That Will Last a Lifetime 


Social Security offers a guaranteed income 
stream along with longevity protection, 
spousal protection, and even some 
inflation protection. 





One of the greatest concerns of retirees and near-retirees is the fear of 
outliving their assets. Although traditional pensions once provided a steady 
income for many retirees, the number of companies offering such plans has 
declined dramatically. 


Social Security offers benefits similar to a pension, plus a lot more. Not 
only does. it providea guaranteed income stream, butitvalso offers 
longevity protection, spousal protection, and even some inflation protection. 
Yet the ultimate value of Social Security benefits is often overlooked. 


For example, did you know that if you delay claiming benefits past full 
retirement age, you could increase your payments by as much as 8 percent 
a year? It would be hard to find a risk-free investment that currently offers 
that kind of payout. 


Whether you're single, married, divorced, or widowed, there are strategies 
that might increase the monthly and lifetime Social Security benefits you 
receive. We want you to understand your claiming options and avoid costly 
mistakes that could reduce the Social Security income that you, and 
possibly your spouse, receive. 
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istory Behind America’s 
Retirement Safety Net 


Old-Age, Survivors, and Disability Insurance 
(OASDI) Program 


e Signed into law in 1935 during the 
Great Depression 


e Social Security remains an important source 
of retirement income 


Source: Social Security Administration, 2020 





Let’s start with some history on the Old-Age, Survivors, and Disability 
Insurance (OASDI) program, which is the official name of Social Security. It 
was created as part of Franklin Delano Roosevelt’s New Deal legislation 
during the Great Depression and signed into law in 1935. It is now the federal 
government’s largest single program. 


Social. Security benefits were:intended as a supplement for retirees, not as a 
sole means of support. But over time, many retirees — as well as some 
disabled individuals and families of deceased workers — have become very 
dependent on their monthly Social Security payments. 


Source: Social Security Administration, 2020 
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o Is Eligible for Social Security Benefits? 


e Aworker who has accumulated a minimum of 40 work credits 
(about 10 years of work) 


Benefit is based on an average of the highest 35 years of earnings 
in which the worker paid payroll taxes 


e The spouse of an eligible worker 


e An ex-spouse who was married at 
least 10 years to an eligible worker 


e A surviving spouse 





If you have worked and accumulated a minimum of 40 work credits, which 
is 40 fiscal quarters or about 10 years of work, you are entitled to receive 
Social Security retirement benefits. 


Your benefit is based on an average of the highest 35 years of earnings in 
which you paid Social Security payroll taxes. 


If you worked fewer years, worked part-time, or had long periods of 
unemployment, the years in which you had low or zero earnings will be 
averaged into the calculation and could affect your benefits. 


If you are the spouse of an eligible worker, you can collect Social Security 
benefits regardless of whether you worked or not. 


Even the former spouse of an eligible worker may be entitled to Social 
Security benefits based on the ex’s work record if they were married for at 
least 10 years and the individual has not remarried. 


And surviving spouses of workers are eligible for survivor benefits. 


We'll explore this later in the seminar. 
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Your Social Security Statement 


Visit ssa.gov/myaccount/ 


to create a my Social Security account and 
view your Social Security Statement online. 


Source: Social Security Administration, 2020 





To determine the potential benefits you might receive, you should look at 
your Social Security Statement. 


Your Statement summarizes your annual earnings that were subject to 
payroll taxes, shows how much you‘and your employer(s) paid in Social 
Security and Medicare taxes, and estimates your retirement benefits based 
on retiring at age 62, full retirement age, and age 70. It also includes some 
facts about Social Security and Medicare and what the programs might mean 
to you. 


Social Security Statements are mailed annually to workers who are 60 and 
older, not receiving benefits, and don’t have an online my Social Security 
account. 


At any age, you can view your Statement online by creating your own 
personal account on the Social Security website at ssa.gov/myaccount/. 





Even after you start receiving Social Security benefits, an online personal 
account can be helpful. You can access your account to print out Social 
Security and Medicare benefit information, update your address, and change 
your direct deposit data. 


Source: Social Security Administration, 2020 
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Understanding COLAs 
Years COLA 
Since 1975 3.6% average 
2010 0% 
2011 0% 
2012 3.6% 
2013 1.7% 
2014 1.5% 
2015 1.7% 
2016 0% 
2017 0.3% 
2018 2.0% 
2019 2.8% 
2020 1.6% 
2021 1.3% 











After factoring in the 2021 COLA, the average retired worker’s monthly benefit will be $1,543. 


Source: Social Security Administration, 2020 





Because Social Security benefits are indexed for inflation, your monthly 
benefit could increase as the cost of living rises from year to year. Thanks to 
these cost-of-living adjustments (COLAs), some people refer to Social 
Security as an inflation-protected asset that will help maintain the purchasing 
power of those benefits. 


Under the current.system, the:automatic COLA is equalito:the annual 
percentage increase — if any — in the Consumer Price Index for Urban 
Wage Earners and Clerical Workers (CPI-W). 


Since 1975, the average annual COLA has been nearly 3.6 percent. Social 
Security beneficiaries have received a COLA almost every year since 1975, 
but there was no COLA for 2010, 2011, or 2016 because inflation was too low 
to trigger an increase. 


After factoring in the 2021 COLA, the average monthly benefit for a retired 
worker will be $1,543. 


Source: Social Security Administration, 2020 
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hen Can You Claim Social 
Security Retirement Benefits? 


Benefits are based on the age when you claim them. 
e Earliest age: 62* 
e Full retirement age: 66 to 67** 
e Latest age: 70 


*Surviving spouses can claim survivor benefits at age 60. 


**Full retirement age varies depending on year of birth. 





Let’s discuss when you can claim benefits and what you might receive from 
Social Security based on how the rules work today. Of course, considering 
the fiscal challenges that Social Security faces, it is possible that, in the 
future, the rules may change. 


Social Security benefits are based on how much you earned during your 
working career and the age when you start claiming benefits. 


Generally, the earliest age to claim benefits is 62. (Surviving spouses, 
however, can claim survivor benefits as early as age 60.) 


“Full retirement age” ranges from 66 to 67, depending on year of birth. 


You can receive your maximum monthly benefit by waiting until age 70 to 
claim Social Security. 
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How Does Filing Early or Later 
Affect the Monthly Benefit? 


Year of birth | Full retirement age | Age 62 benefit | Age 70 benefit 





1943-54 66 75.00% 132.00% 
1955 66 and 2 months 74.17% 130.67% 
1956 66 and 4 months 73.33% 129.33% 
1957 66 and 6 months 72.50% 128.00% 
1958 66 and 8 months 71.67% 126.67% 
1959 66 and 10 months 70.83% 125.33% 

1960 & later 67 70.00% 124.00% 














Many people automatically associate age 65 with retirement. But “full 
retirement age,” when you are entitled to receive 100 percent of your full 
retirement benefit — also called the primary insurance amount or PIA — now 
ranges from 66 to 67 for those born after 1942. 


You can see here how full retirement age is changing based on year of birth, 
and how claiming Social Security early at age 62 or delaying benefits up to 
age 70 would affect your monthly payouts. 


At age 62, the amount you receive each month would be permanently 
reduced by 25 to 30 percent of the “full retirement age” amount, depending on 
the year you were born. With each month you wait to claim benefits after age 
62, your monthly benefit increases slightly. 


By electing to start retirement benefits at your full retirement age, you would 
be entitled to 100 percent of your primary insurance amount. 


For each month you wait to claim Social Security after reaching full retirement 
age, your monthly benefit would continue to increase until you reach age 70, 
when you would be entitled to receive up to 132 percent of your full benefit 
(depending on year of birth). By waiting past full retirement age, you earn 
delayed retirement credits. There is no advantage to waiting longer than age 
70 to file for benefits. 
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How Claiming Age Affects 
Monthly and Annual Benefits 


Todd 
Birth year: 1959. Full retirement age: 66 + 10 months. 
x Monthly Annually 
a, à Age 62 benefit (70.83%): $1,417 $17,004 
A A A Full retirement benefit (100%): $2,000 $24,000 


Age 70 benefit (125.33%) $2,507 $30,084 


* 


Marian 
Birth year: 1960. Full retirement age: 67. 

Monthly Annually 
Age 62 benefit (70%): $1,680 $20,160 
Full retirement benefit (100%): $2,400 $28,800 
Age 70 benefit (124%): $2,976 $35,712 


These hypothetical examples are based on Social Security Administration rules 
and are used for illustrative purposes only. Actual benefits and results will vary. 





Let’s look at some hypothetical examples to put some dollar amounts behind 
these benefit percentages for two people born in different years. 


Todd was born in 1959. His full retirement age is 66 and 10 months, when he 
is entitled to.a $2,000 full monthly benefit. 


If Todd claims his worker benefit at age 62, it would be permanently reduced 
to 70.83 percent of the primary insurance amount. So a monthly benefit that 
would have been $2,000 at full retirement age would be reduced to about 
$1,417 if he claims it at age 62. On the other hand, if Todd delays claiming his 
worker benefit until age 70, it would be 125.33 percent of his primary 
insurance amount, or $2,507 per month. 


Here’s another example. Marian was born in 1960. Her full retirement age is 
67, when she would be entitled to a $2,400 full monthly benefit. 


If Marian claims her worker benefit at age 62, it would be permanently reduced 
to 70 percent of the primary insurance amount. So a monthly benefit that 
would have been $2,400 at full retirement age would be reduced to about 
$1,680 if she claims it at age 62. On the other hand, if Marian delays claiming 
her worker benefit until age 70, it would be 124 percent of her primary 
insurance amount, or $2,976 per month. 


You can also see that on an annual basis, these percentage differences can 
add up and significantly affect retirement income. 


These hypothetical examples are based on Social Security Administration 
rules and are used for illustrative purposes only. Actual benefits and results 
will vary. 
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